
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
* * * 

Xn the Matter oft 

RATE ADJUSTMENT OF SOUTH 1 
KENTUCKY RURAL ELECTRIC ) CASE NO. 8930 
COOPERATIVE CORPORATION 1 

O R D E R  

On November 30, 1983, South Kentucky Rural Electric Coaper- 

ative Corporation ("South Kentucky") filed an application with 

this Commission requesting to increase its annual revenue by 

$853,558, or 3.4 percent. South Kentucky stated that the proposed 

rate adjustment was necessary to maintain its financial integrity 

and sound operations. Based on the determination herein, South 

Kentucky has been granted an increase in revenue of $418,924 an- 

nually, or 1.6 percent. 

In order to determine the reasonableness of t h e  proposed 

request the Commission, by ite Order of December I, 1983, BUS- 

pended the proposed rates and charges for 5 months after December 

22, 1983. Public hearing6 on the m a t t e r  were scheduled for March 

2 9 ,  1984,  and April 27, 1984. South Kentucky was directed to give 

notice to its consumers of the proposed rates and t h e  hearing. 

The Consumer Protection Division in the Office of the  Attorney 

General (.AG") moved to intervene in this proceeding pursuant to 



KRS 367.150(8), which  m o t i o n  w a s  g ran ted .  No o t h e r  pa r t i e s  for- 

mally I n t e r v e n e d .  The h e a r i n g s  were h e l d  o n  March 2 9 ,  and A p r i l  

2 7 ,  1984, a n d  all r e q u e s t e d  i n f o r m a t i o n  h a s  been  f i l e d .  

COMMENTARY 

S o u t h  Kentucky is a consumer-owned r u r a l  e lec t r ic  coopcr- 

ative engaged i n  t h e  d i s t r i b u t i o n  a n d  sale  of e lectr ic  e n e r g y  to  

approximately 35,950 member-consumers i n  t h e  Ken tucky  c o u n t i e s  of 

~ u l a s k i ,  R u s s e l l ,  Wayne, C l i n t o n ,  McCreary, Casey, L i n c o l n ,  A d a i r ,  

Rockcastle, Cumberland and  Laurel. S o u t h  Kentucky obtains a l l  of 

its p o w e r  from E a s t  Kentucky Power Cooperat ive,  I n c .  ("ERP"). 

TEST PERIOD 

S o u t h  Kentucky proposed a n d  t h e  Commission h a s  accepted t h e  

12-month period e n d i n g  A p r i l  308 1983, a s  t h e  test p e r i o d  for 

d e t e r m i n i n g  t h e  r e a s o n a b l e n e s s  of t h e  proposed rates.  I n  u t i l f z -  

ing t h e  h i s t o r i c  tes t  period, t h e  Commission h a s  g iven  f u l l  con-  

s i d e r a t i o n  to appropriate known and  m e a s u r a b l e  c h a n g e s .  

VALUATION 

N e t  Inves tment  

S o u t h  Kentucky proposed a net  i n v e s t m e n t  rate base of 

S 2 5 r 6 9 6 1 5 1 9 .  The Commission concurs w i t h  t h i s  proposal with the 

f o l l o w i n g  e x c e p t i o n s :  

The Commission has a d j u s t e d  a c c u m u l a t e d  d e p r e c i a t i o n  t o  

reflect the pro forma a d j u s t m e n t  to  d e p r e c i a t i o n  e x p e n s e  found  

r e a s o n a b l e  h e r e i n .  S o u t h  Kentucky proposed a l e v e l  of working 

capi ta l  equal  t o  o n e - e i g h t h  of pro forma o p e r a t i o n  and  m a i n t e n a n c e  
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e x p e n s e s  I n c l u d i n g  d e p r e c i a t i o n ,  t a x e s  and  o t h e r  income Ueduc-  

t i o n s .  I n  a c c o r d a n c e  w i t h  past  practice i n  r u r a l  e lectr ic  cooper-  

a t i v e  ra te  cases, t h e  Commission w i l l  a l l o w  o n e - e i g h t h  of out -of -  

p o c k e t  pro forma operztion and maintenance expenses, thereby ex- 

c l u d i n g  deprecIat10n~ taxes and  o t h e r  d e d u c t i o n s 8  as t h e  appro- 

priate l e v e l  of w o r k i n g  cap i ta l  f o r  r a t e -mak ing  purposes. 

Based o n  t h e  C o m m i s s i o n g s  a d j u s t m e n t s  S o u t h  K e n t u c k y ' s  n e t  

i n v e s t m e n t  rate base for r a t e - m a k i n g  purposes is a s  follows: 

N e t  I n v e s t m e n t :  

U t i l i t y  P l a n t  i n  S e r v i c e  
C o n s t r u c t i o n  Work i n  Progress 
T o t a l  U t i l i t y  P l a n t  

Add : 
Materials and  Supplies 
P r e p a y m e n t s  
Working Capital 
Subtotal 

$34,240,409 
2618348 

3 3 4 , 4 8 1 , 7 5 7  

453,811 
$ 568,569' 

Deduct :  

S u b t o t a l  $ 9 , 5 1 8 , 4 5 5  

Accumula ted  D e p r e c i a t i o n  $ 98208,045 
Customer  Advances  for C o n s t r u c t i o n  310,408 

N e t  I n v e s t m e n t  

Capital S t r u c t u r e  

$25 ,531 ,813  

S o u t h  Ken tucky  proposed a n  a d j u s t m e n t  t o  r e d u c e  to  zero 

v a l u e  the a c c u m u l a t e d  c a p i t a l  c r e d i t s  a a a i g n e d  i t  by U n i t e d  

U t i l i t y  S u p p l y  and  Kentucky A s s o c i a t i o n  of Electric C o o p e r a t i v e s .  

The a c c u m u l a t e d  credits assigned S o u t h  Kentucky by t h e s e  f i rms  

to ta l  $177 ,857  a t  t e s t - y e a r - e n d .  S o u t h  Ken tucky  argues t h a t  due  

to t h e  f a c t  t h a t  both f i r m s  h a v e  n e t  o p e r a t i n g  loss carry- 

f o r w a r d s ,  it is d o u b t f u l  t h a t  t h e s e  c r e d i t s  w i l l  e v e r  be p a i d .  I n  

a d d i t i o n ,  S o u t h  Ken tucky  states that since t h e s e  firms ass ign  n e t  
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margins but do not assign net losses, South Kentucky's investment 

in these firms is overstated. 

. The Commission is not convinced that these capltal credits 

will never be paid or that they have no value .  South Kentucky 

received cash distributions from both firms in 1978. In addition, 

South Kentucky's primary lenders have always recognized t h e s e  

credits in determining compliance with mortgage requirements. 

Moreover, the Uniform System of Accounts for Rural Electric Co- 

operatives, as well as generally accepted accounting principles, 

recognize these capital credits for financial reporting purposes. 

Therefore, the Commission has disallowed South Kentucky's proposed 

adjustment. 

The Commission finds from the evidence of record that South 

Kentucky's capital structure at the end of the test year was 

$29,888,982 and consisted of $10,979,917 in equity and $18,909,065 

in long-term debt. In the determination of this capital struc- 

ture, the Commission has excluded accumulated generation and 

transmiss i o n  

$1,630,924- 

South 

expenses to 

capital credits  ("GTCC") assignments in the amount of 

REVENUES AND EXPENSES 

Kentucky proposed several adjustments to revenues and 

reflect more current and anticipated operating con- 

ditions. The Commission finds t h e  proposed adjustments are gener- 

ally proper and acceptable for rate-making purpoaee with the fol- 

lowing modifications: 
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Charitable Contributions 

During the test period, South Kentucky contributed $2,674 

to charities and c i v i c  groups within its service area. While the 

Commission feels that these contributions are good for community 

relations, they are not related to the provision of reliable elec- 

tric service to the members of South Kentucky. The Commission 

finds that the rates charged consumers for utility eervices should 

reflect only the cost of providing those services. Therefore, the 

Commission, in accordance with established policy, has excluded 

these expenses for rate-making purposes herein. 

Depreciation Expense 

South Kentucky proposed an adjustment to increase i t a  

depreciation expense by $588720 to reflect the annual depreciation 

expense based on t h e  level of p l a n t  in service at the end of the 

test year. In determining the adjustment, South Kentucky incor- 

rectly included in its  calculation the balance in Account 360- 

Land and Land Rights. This r e s u l t 6  in depreciation expense being 

overstated by $18568. Therefore, the Commission has excluded the 

depreciation associated with the Land and Land Rights herein. 

Expenses Related to New Manager 

E f f e c t i v e  January 1, 19l34, Mr. Herman Schoolcraft, South 

Kentucky's general manager, retired. Mr. Keith Slam was chosen 

as the new general manager and several management employees re- 

ceived promotions. Due to the difference in salaries and fringe 

benefits for the general manager and other employees and those 

previously in those positions, South Kentucky should realize 8 
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decrease 

made a n  

i n  expense of $14,158. T h e r e f o r e ,  t h e  Commission has 

a d j u s t m e n t  to  reduce o p e r a t i n g  e x p e n s e s  to  ref lect  t h i s  

cost savings.  

Advertising Expense 

S o u t h  Ken tucky  h a 5  i n c l u d e d  i n  i t s  t e s t - p e r i o d  a d v e r t i s i n g  

e x p e n s e s  $2,349 a s s o c i a t e d  w i t h  a d v e r t i s i n g  f o r  i n s t i t u t i o n a l  

p u r p o s e s .  807 KAR 5:016 s p e c i f i c a l l y  d i s a l l o w s  t h i s  type of ad- 

v e r t i s i n g  expense and  f u r t h e r  places t h e  burden of p r o o f  on t h e  

u t i l i t y  to  show t h a t  t h e  inclusion of a n y  a d v e r t i s i n g  e x p e n d i t u r e s  

for r a t e - m a k i n g  purposes w i l l  r e s u l t  i n  mater ia l  b e n e f i t  t o  t h e  

ratepayers, S o u t h  Kentucky h a s  failed t o  meet this t e a t  anU t h e  

Commission h a s ,  t h e r e f o r e ,  r e d u c e d  S o u t h  K e n t u c k y ' s  o p e r a t i n g  

e x p e n s e s  by t h f s  amount .  

I n t e r e s t  Expense  

S o u t h  Kentucky proposed a n  a d j u s t m e n t  of $184,273 to  an -  

n u a l i z e  in terest  expense o n  long-term deb t  o u t s t a n d i n g  at t h e  e n d  

of t h e  tes t  y e a r  and  t o  reflect  t h e  i n t e r e s t  o n  l o a n  f u n d s  of 

$959,000 drawn down 5 1/2 months  a f t e r  t h e  close of t h e  test 

period. 

The p a n t  practlce of! the Cornmisflion I n  r u r a l  e lectr ic  co- 

operative cases h a s  b e e n  t o  a l l o w  i n t e r e s t  e x p e n s e  o n  l o n g - t e r m  

debt I s s u e d  s u b s e q u e n t  to the test  period, when d o c u m e n t a t i o n  has 

been  p r o v i d e d  t o  s h o w  t h a t  t h e  f u n d s  h a v e  been  d rawn  down a n d  are 

a c t u a l l y  o u t s t a n d i n g  a t  t h e  t i m e  t h e  Order  is i s s u e d .  T h i s  prac- 

t i ce  began i n  r u r a l  e lectr ic  c o o p e r a t i v e  cases i n  1980  w h i l e  the 

Energy Regulatory Commission was s e r v i n g  as t h e  u t i l i t y  regulatory 
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body. T h i s  pract ice  was implemented i n  p a r t  to  provide a n  addi-  

t i o n a l  c u s h i o n  t o  o f f s e t  t h e  h i g h  rate of i n E l a t i o n  d u r i n g  t h a t  

time, and t o  obvia te  t h e  need  €or a n n u a l  ra te  i n c r e a s e s .  The 

a d d i t i o n a l  i n t e r e s t  costs i n  t h e  r e v e n u e  r e q u i r e m e n t s  de te rmin-  

a t ion  r e s u l t e d  i n  i n c r e a s e d  r evenues  a n d  better e n a b l e d  t h e  r u r a l  

electric cooperatives to  achieve the e a r n i n g s  r e q u i r e m e n t s  of 

t h e i r  primary lenders. 

The pas t  practice of t h e  Commission i n  a l l o w i n g  t h e  l n t e r -  

es t  o n  d e b t  drawn down s u b s e q u e n t  to  t h e  e n d  of t h e  tes t  period 

creates a mismatch  of projected r e v e n u e s  and  e x p e n s e s ,  b e c a u s e  n o  

a d j u s t m e n t s  t o  u p d a t e  r e v e n u e s  for a d d i t i o n a l  c u s t o m e r s  have b e e n  

made. T h e r e f o r e ,  t h e  Commission p u t  S o u t h  Kentucky o n  n o t i c e  i n  

t h i s  p r o c e e d i n g  t h a t  it would r e c o n s i d e r  its p a s t  practice on  t h i s  

i s s u e  and gave S o u t h  Ren tucky  t h e  o p p o r t u n i t y  to  p r e s e n t  e v i d e n c e  

on why t h i s  pract ice  s h o u l d  not be discontinued. 

S o u t h  Kentucky,  i n  i t s  response, s ta ted t h a t  i n  i t 8  opin- 

i o n ,  n o  m i s m a t c h  of r e v e n u e s  and  e x p e n s e s  had r e s u l t e d  i n  t h i s  

case d u e  to  t h e  fac t  t h a t  t h e  c o n s t r u c t i o n  to  which  t h e  draw of 

l o a n  f u n d s  re la tes  w a s  completed a n d  t h e  f a c i l i t i e s  were i n  sef- 

vice a t  t h e  close of t h e  test period. I n  support of i ts  p o s i t i o n ,  

S o u t h  Kentucky f i l e d  copies of work -o rde r  i n v e n t o r y  s h e e t s  fo r  t h e  

period of September 1982  t h r o u g h  A p r i l  1983. S o u t h  Kentucky 

argues t h a t  s i n c e  t h e  c o n s t r u c t i o n  wau completed and  i n  service by 

test-period-end t h e  m a t c h i n g  c o n c e p t  was m e t  and  t h e  i n t e r e s t  

sxponma o n  t h o  debt  related to  t h a t  c o n s t r u c t i o n  should! be 

i n c l u d e d  i n  i t s  r e v e n u e  r e q u i r e m e n t s  I n  t h i s  case. 
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A factor w h i c h  m u s t  be c o n s i d e r e d  i n  d e t e r m i n i n g  t h e  pro- 

p r i e t y  of i n c l u d i n g  t h e  post-test-period d e b t  is t h e  o v e r a l l  

c a p i t a l i z a t i o n  of t h e  u t i l i t y  and  t h e  s o u r c e s  of f u n d s  for  con-  

s t r u c t i o n .  I n  t h i s  case, S o u t h  Kentucky h a s  b e e n  i n  t h e  e n v i a b l e  

p o s i t i o n  of f u n d i n g  c o n s t r u c t i o n  costs of a p p r o x i m a t e l y  $1 m i l l i o n  

w i t h  i n t e r n a l l y - g e n e r a t e d  f u n d s .  The R u r a l  E l e c t r i f i c a t i o n  

A d m i n i s t r a t i o n  ("REA") requires t h a t  i ts borrower8 u s e  g e n e r a l  

f u n d s  for c o n s t r u c t i o n  purposes as l o n g  as t h e  l e v e l  of g e n e r a l  

f u n d s  c o n s t i t u t e s  8 p e r c e n t  or greater of gross p l a n t .  For  t h i s  

reason, S o u t h  Kentucky w a s  restricted f r o m  d r a w i n g  down deb t  f u n d s  

for a period of a p p r o x i m a t e l y  11 months .  If S o u t h  Ken tucky  had  

n o t  been  restricted f r o m  d rawing  down l o a n  f u n d s  for 8 months  of 

t h e  t e s t  period, t h e  t e m p o r a r y  cash i n v e s t m e n t s  of S o u t h  Ken tucky  

would h a v e  been greater, r e s u l t i n g  fn a d d i t i o n a l  income to S o u t h  

Kentucky d u r i n g  t h e  tes t  period. If t h e  Commission were to  allow 
t h e  a d j u s t m e n t  t o  i n t e r e s t  e x p e n s e  proposed by S o u t h  Ken tucky ,  a 

f u r t h e r  a d j u s t m e n t  s h o u l d  be made t o  r e c o g n i z e  t h e  a d d i t i o n a l  

income on  t h e  a c l d i t i o n a l  f u n d s  a v a i l a b l e  f o r  i n v e s t m e n t .  

I n  d e t e r m i n i n g  t h e  r e v e n u e  r e q u i r e m e n t s  of p r i v a t e  e lectr ic  

u t i l i t i e s ,  t h e  Commission g e n e r a l l y  d e t e r m i n e s  t h e  t o t a l  c a p i t a l i -  

z a t i o n  a t  t h e  end  of t h e  tes t  period and  makes a c o m p a r i s o n  t o  t h e  

t e s t - y e a r - e n d  n e t  i n v e s t m e n t  rate base t o  provide r e a s o n a b l e  

a ~ s u r a n c e  t h a t  t h e  c o n s u m e r s  are n o t  p a y i n g  for c a p i t a l  i n  excess 

of t h e  i n v e s t m e n t  i n  u t i l i t y  p r o p e r t y  d e v o t e d  to  p r o v i c l i n g  elec- 

t r ic  s e r v i c e .  The B a m e  r e l a t i o n s h i p  be tween  r a t e  base and  c a p i t a l  

s h o u l d  e x i s t  for  c o o p e r a t i v e s ,  e x c e p t  t h a t  s i n c e  t h e  m e m b e r s  are 

t h e  ownera i n  the c o o p e r a t i v e  s i t u a t i o n ,  t h e  income is r e t a i n e d  by 
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the c o o p e r a t i v e  ra ther  t h a n  paid o u t  i n  d i v i d e n d s  as is 

t h e  p r iva t e  u t i l i t i e s .  I n  S o u t h  K e n t u c k y ' s  case t h e  

s t r u c t u r e  e x c e e d s  t h e  ra te  base by $ 4 . 3  m i l l i o n  dollars.  

d o n e  i n  

cap i ta l  

I f  t h e  

Commission were t o  a d j u s t  c a p i t a l  t o  i n c l u d e  t h e  a d d i t i o n a l  l o n g -  

term d e b t  drawn down a f t e r  t h e  e n d  of t h e  tes t  p e r i o d ,  t h e  d i n -  

p a r i t y  be tween  rate base a n d  cap i t a l  would be e v e n  greater and  t h e  

rates to  t h e  c o n s u m e r s  of S o u t h  Kentucky would be excessive due t o  

t h e  i n c r e a s e  i n  i n t e r e s t  costs, t h e  f a i l u r e  to  r e c o g n i z e  r e v e n u e  

from t h e  new f a c i l i t i e s  a n d  t h e  l ack  of a n  a d j u s t m e n t  t o  reflect  

i n t e r e s t  income o n  a d d i t i o n a l  temporary cash i n v e s t m e n t s .  T h i s  

would clearly c o n s t i t u t e  a v i o l a t i o n  of t h e  m a t c h i n g  p r i n c i p l e  

appl ied to  other u t i l i t i e s  u n d e r  t h e  Commiss ion ' s  j u r i s d i c t i o n  a n d  

r e s u l t  in d i s c r i m i n a t o r y  r a t e - m a k i n g  pract ices  b y  t h i s  Commission. 

Therefore, based upon t h e  reasons cited above, t h e  Commis- 

s i o n  is of t h e  o p i n i o n  and  f i n d s  t h a t  t h e  a d j u s t m e n t  to  i n c l u d e  

post-test-period d e b t  i n  t h e  d e t e r m i n a t i o n  of i n t e r e s t  e x p e n s e  o n  

long- t e rm d e b t  s h o u l d  be d e n i e d .  The Commission h a s  i n c l u d e d  i n  

t h e  d e t e r m i n a t i o n  of r e v e n u e  r e q u i r e m e n t s  S o u t h  K e n t u c k y ' s  a n n u a l  

i n t e r e s t  e x p e n s e  based on test-year-end debt  b a l a n c e s  wh ich  

r e s u l t s  i n  a n  i n c r e a s e  i n  i n t e r e s t  e x p e n s e  of $136?323 over t h e  

t e s t  period level. 

I n e u r a n c e  E X p n 8 e  

S o u t h  Ken tucky?  s e v e r a l  mon ths  a f t e r  t h e  f i l i n g  of its 

a p p l i c a t i o n  i n  t h i s  case, i n f o r m e d  t h e  Commission of several  

e x p e n s e  a d j u s t m e n t s  i t  had n o t  i n c l u d e d  i n  i ts o r i g i n a l  applica- 

t i o n .  Of t h e  three new e x p e n s e  a d j u s t m e n t s ,  o n e ,  t h e  c h a n g e  i n  

t h e  i n t e r e s t  rate o n  C o o p e r a t i v e  F i n a n c e  C o r p o r a t i o n  ('CPC" 1 n o t e  
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9009 f r o m  8 . 5  p e r c e n t  to  11 percent, had  i n  fact been i n c l u d e d  i n  . 
S o u t h  KentUCky'8 o r i g i n a l  application. '  The two remaining c h a n g e s  

c o n s i s t e d  of s h o r t - t e r m  d i s a b i l i t y  i n s u r a n c e  premiums of $ 4 , 9 6 1  

which S o u t h  Kentucky s ta ted  it  i n a d v e r t e n t l y  o m i t t e d  f rom t h e  t e s t  

per iod and  a n  i n c r e a s e  i n  t h e  d e n t a l  i n s u r a n c e  premium of $3,958 

n o t  proposed i n  t h e  o r i g i n a l  a p p l i c a t i o n .  South Kentucky p r o p o s e d  

no c o r r e s p o n d i n g  r e v e n u e  a d j u s t m e n t s  for t h e s e  items, n o r  d i d  i t  

propose t o  a d j u s t  t h e  proposed rates a c c o r d i n g l y .  However, it d i d  

request t h a t  t h e  Commission t a k e  t h e s e  items i n t o  c o n s i d e r a t i o n  i n  

its d e l i b e r a t i o n s  o n  t h i s  case. 

The Commission, in C a s e  No. $ 9 2 4 ,  The A d j u s t m e n t  of R a t e s  

of f i o u i s v i l l e  Gas a n d  E l e c t r i c  Company, h a s  e s t a b l i s h e d  a presump- 

t i o n  a g a i n s t  d i s a l l o w i n g  a d j u s t m e n t s  p r o p o s e d  a f t e r  t h e  f i l i n g  of 

t h e  o r i g i n a l  a p p l i c a t i o n .  I n  t h a t  O r d e r ,  t h e  Commission s t a t e s  

t h a t  l a t e  f i l e d  a d j u s t m e n t s  hamper b o t h  t h e  C o m m i s s i o n ' s  and  

i n t e r v e n o r s '  i n v e s t i g a t i o n s  of t h e  case and raise q u e s t i o n s  of 

w h e t h e r  i n t e r v e n o r s  r e c e i v e  d u e  process i n  t h e s e  i n s t a n c e s .  

S u p p l e m e n t a l  ad j u s t r n e n t s  are becoming more and  more fre- 

q u e n t .  G e n e r a l l y  t h e s e  a d j u s t m e n t s  reflect  a n  a d d i t i o n  to  expense 

w i t h o u t  a requeet for a d d i t i o n a l  r evenues  or i n c r e a s e d  r a t e s  t o  

cover t h e s e  expenses. I t  is a p p a r e n t  t h a t  i n  many cases 

a d d i t i o n a l  r e v e n u e s  are n o t  r e q u e s t e d  b e c a u s e  s u c h  a r e q u e s t  would 

necessitate t h e  f i l i n g  of new r a t e  s c h e d u l e s  a n d  would r e s u l t  i n  a 

new 5-month s u s p e n s i o n  p e r i o d  being imposed. 
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T h e r e f o r e ,  t h e  Commission w i l l  n o t  allow t h e s e  l a t e  f i l e d  

a d j u s t m e n t s  i n  its d e t e r m i n a t i o n  of t h e  r e v e n u e  r e q u i r e m e n t  of 

S o u t h  Kentucky.  

The e f f e c t  of t h e  a c c e p t e d  pro forma a d j u s t m e n t s  on S o u t h  

K e n t u c k y ' s  n e t  income is as  f o l l o w s i  

Operating Revenues 
O p e r a t i n g  E x p e n s e s  
Operat ing Income 
I n t e r e s t  o n  Long- 

O t h e r  Income a n d  

N e t  Income 

T e r m  Debt 

( D e d u c t i o n s )  - N e t  

Actual  Pro Forma 
T e s t  Y e a r  Ad j u s  tmen t 6 

$23 ,253 ,155  $ 2 , 2 4 5 , 5 8 3  

962,109 1 3 6 , 3 2 2  

294,160 <696> 
$ 5 8 0 , 0 2 5  $ 99,482 

REVENUE REQUIREMENTS 

Ad j u a t e d  
T e s t  Year 

$25 ,498 ,738  
24 ,014 ,264 

s 1,484,474 
1 , 0 9 8 , 4 3 1  

293,464 
$ 679,507 

The ac tua l  rate of r e t u r n  on S o u t h  K e n t u c k y ' s  n e t  i n v e a t -  

ment ra te  base e s t a b l i s h e d  h e r e i n  f o r  t h e  tes t  y e a r  was 5 .73  per- 

c e n t .  A f t e r  t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  pro forma a d j u s t m e n t s  

S o u t h  Ken tucky  would real ize  a ra te  of r e t u r n  of 5.81 p e r c e n t .  

S o u t h  Ken tucky ,  i n  t h i s  case, h a s  r e q u e s t e d  rates t h a t  

would p r o d u c e  a ra te  of r e t u r n  o f  9 percent and a Times  Interest 

Earned  R a t i o  ("TIER") of 2.28. When q u e s t i o n e d  concern ing  t h e  

need for these e a r n i n g s  levels, S o u t h  Ken tucky  c i t e d  t h e  r e t u r n s  

granted cooperatives by t h i s  Commiseion i n  r e c e n t  cases and  t h e  

need  to  m a i n t a i n  S o u t h  K e n t u c k y ' a  f i n a n c i a l  i n t e g r i t y .  

In e s t a b l i s h i n g  a u t i l i t y ' s  ra tes ,  t h e  Commission deter- 

m i n e s  those ra tes  w h i c h  are f a i r .  j u s t  and  r e a s o n a b l e  i n  each case 

based upon the m e r i t s  and  c i r c u m s t a n c e s  of t h e  u t i l i t y  at t h a t  

particular p o i n t  i n  t i m e .  The rates e s t a b l i s h e d  f o r  a u t i l i t y  are 
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n o t  n e c e s s a r i l y  i n f l u e n c e d  b y  t h e  rates g r a n t e d  o t h e r  u t i l i t i e s ,  

which may or may n o t  be o p e r a t i n g  u n d e r  s imi la r  c o n d i t i o n s .  The 

Commission f i n d s  t h a t  m e e t i n g  t h e  e a r n i n g s  l e v e l s  g r a n t e d  other  

u t i l i t i e s  does not j u s t i f y  t h e  r e q u e s t e d  e a r n i n g s  l e v e l s  i n  t h i s  

case . 
South Kentucky had an ac tua l  TIER of 1.60X for t h e  test  

p e r i o d  i n  this case and TIERS of 1.82X and 1.46X for t h e  c a l e n d a r  

y e a r s  1962 a n d  1983, r e s p e c t i v e l y .  A f t e r  t a k i n g  i n t o  c o n s i d e r a -  

t i o n  the pro forma adjustments in this case, South Kentucky w o u l d  

achieve a 1.62X TIER w i t h o u t  a n  increase i n  r e v e n u e s .  S o u t h  Ken- 

t u c k y  a c h i e v e d  a 3 5 . 9  p e r c e n t  e q u i t y  to  to t a l  asset  ratfo at the 

end  of t h e  test period i n  t h i s  case and h a s  b e e n  able  t o  m a i n t a i n  

an  e q u i t y  to  t o t a l  asset  r a t i o  of above 35 p e r c e n t  f o r  t h e  pas t  1 0  

years. South Kentucky's d e b t - s e r v i c e  coverage ("DSC") r a t i o  for 

t h e  test y e a r  and c a l e n d a r  y e a r s  1982 and  1983  w a s  1.70X, 1.85X 

and 1.65%, r e s p e c t i v e l y .  A l l  of these r a t io s  a r e  based on t h e  

e a r n i n g s  of S o u t h  Kentucky e x c l u s i v e  of t h e  GTCCs a s s i g n e d  t o  

S o u t h  Kentucky by EKP. As m e n t i o n e d  p r e v i o u s l y  i n  t h i s  Order, 

S o u t h  Kentucky has e x c e e d e d  t h e  optimum l e v e l  of g e n e r a l  f u n d s  

s u g g e s t e d  by REA and is capable of f u n d i n g  large c o n s t r u c t i o n  

p r o j e c t s  w i t h  caeh r e s e r v e s .  

I n  c o n s i d e r a t i o n  of t h e  above a n a l y s i s  and other f i n a n c i a l  

i n d i c a t o r s  and ratios, t h e  C o m m i s s i o n  is of the o p i n i o n  that South 

Kentucky h a s  a c h i e v e d  a v e r y  f a v o r a b l e  f i n a n c i a l  p o s i t i o n .  T h i s  

f i n a n c i a l  pos i t ion  h a s  been a c h i e v e d  d u r i n g  p e r i o d s  of h i g h  i n f l a -  

t i o n ,  and  more r e c e n t l y ,  p e r i o d s  o f  lower customer g r o w t h  and 

reduced curtomer consumption. Furthermore, these e a r n i n g a  have 
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b e e n  a c h i e v e d  u n d e r  v a r i o u s  r a t e - m a k i n g  c o n d i t i o n s  and  a l l o w e d  

rates of r e t u r n  by t h i s  regula tory  body. I n  1982, S o u t h  Kentucky 

was g r a n t e d  a 7.51 ra te  of r e t u r n  wh ich  p r o v i d e d  a 2.15X T I E R .  I n  

ra te  cases c o n c l u d e d  i n  1975, 1977 and 1978, South Kentucky was 

a l l o w e d  TIER'S of 2.0X, 2.16X and Z.OX, respect ively.  

I n  recent ra te  casea for rural electric cooperativee, the 

Commission h a s  g e n e r a l l y  a l l o w e d  a T I E R  of 2.25X. REA, S o u t h  

K e n t u c k y ' s  principal lender, r e q u i r e s  i t 8  borrowers t o  m a i n t a i n  a n  

a v e r a g e  T I E R  of a t  l ea s t  1 . 5 X  for 2 out of t h e  most recent 3 cal- 

e n d a r  y e a r s .  The TIER as  c a l c u l a t e d  by REA for purposes of meet- 

i n g  t h e  minimum mortgage r e q u i r e m e n t s  i n c l u d e s  t h e  G T C C s  a s s i g n e d  

d u r i n g  t h e  c a l e n d a r  year. The C o m m i s s i o n  h a s  r e c o g n i z e d  t h a t  a 

cooperative c o u l d  not r e a s o n a b l y  expect t o  a c h i e v e  a TIER of 1.Sx 

i f  t h e  revenue requirements were based o n  .a 1 . 5 X  TXER, and has 

at tempted i n  past cases to p r o v i d e  an a t t r i t i o n  allowance by bas- 

i n g  t h e  revenue r e q u i r e m e n t s  o n  a 2.25X TIER. However, the p e r i o d  

of d o u b l e  d i g i t  i n f l a t i o n  i n  e x i s t e n c e  a t  t h e  t i m e  t h e  C o m m i s s i o n  

began  g r a n t i n g  t h e  2.25X TIER is n o  l o n g e r  i n  e x i s t e n c e .  More- 

over, S o u t h  Kentucky h a s  a c t u a l l y  a c h i e v e d  well in e x c e s s  of t h e  

1.5x TIER based o n  a 2 . 1 5 X  TIER g r a n t e d  i n  its l a s t  rate case. I n  

k e e p i n g  w i t h  the r e d u c e d  r e t u r n s  allowed other  u t i l i t i e s  I n  r e c e n t  

mon ths  by t h i e  Commisslon,  w e  are of t h e  o p i n i o n  t h a t  S o u t h  Ken- 

tucky's revenue r e q u i r e m e n t s  s h o u l d  be based o n  a TIER of 2.0X i n  

thfs case. 

The Commission is e n c o u r a g e d  by  the i n d i c a t i o n s  of the 

s t r o n g  f i n a n c i a l  c o n d i t i o n  of South Kentucky ,  y e t  i t  is c o n c e r n e d  

t h a t  S o u t h  K e n t u c k y ' s  customers receive t h e  b e n e f i t s  associated 
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w i t h  t h e  s t r o n g  f i n a n c i a l  c o n d i t i o n .  A basic  p r i n c i p l e  of a 

cooperative is t h a t  t h e  c u s t o m e r s  of t h e  cooperative, who are  

a c t u a l l y  t h e  o w n e r s ,  s h o u l d  b e n e f i t  from t h e  s t o n g  f i n a n c i a l  ger- 

formance  of t h e  c o o p e r a t i v e  by r e c e i v i n g  a r e f u n d  of p a t r o n a g e  

cap i ta l  or by r e a l i z i n g  a r e d u c t i o n  i n  t h e  cost of e lec t r ic  ser- 

vice.  The cooperatives r e g u l a t e d  by t h i s  Commission h a v e  l o n g  

a r g u e d  t h a t  improved e q u i t y  l e v e l s  are n e c e s s a r y  i n  order to  b e g i n  

t h e  general ro ta t ion  of patronage c a p i t a l .  The Cornmiasion f i n d e  

t h a t  d u e  t o  t h e  s t r o n g  f i n a n c i a l  c o n d i t i o n  of South Kentucky  its 

c u s t o m e r s  are e n t i t l e d  to b e n e f i t  from its p e r f o r m a n c e  a n d  has 

d e t e r m i n e d  t h a t  a ra te  of r e t u r n  of 7.46 p e r c e n t  s h o u l d  be g r a n t e d  

i n  t h i s  case. I n  order to  a c h i e v e  t h i s  rate of r e t u r n ,  S o u t h  

Kentucky s h o u l d  be allowed t o  increase its a n n u a l  r e v e n u e  by 

$418,924 w h i c h  would r e s u l t  i n  a TIER of 2.0X. T h i s  a d d i t i o n a l  

revenue w i l l  produce n e t  income of $1 ,098 ,431,  wh ich  s h o u l d  be 

s u f f i c i e n t  to  meet t h e  requirements i n  S o u t h  Kentucky's mortgages 

s e c u r i n g  its long- t e rm deb t .  

REVENUE ALLOCATION AND RATE DESIGN 

S o u t h  Kentucky proposed a l l o c a t i n g  t h e  r e v e n u e  i n c r e a s e  to 

each r a t e  class by a p p r o x i m a t e l y  e q u a l  p e r c e n t a g e  i n c r e a s e s .  I t  

proposed t w o  new rate classes: (1) R e s i d e n c e  w i t h  C o n t r o l l e d  

Water H e a t i n g ,  S c h e d u l e  WH, and  ( 2 )  Energy  E f f i c i e n t  R e s i d e n c e ,  

S c h e d u l e  EER. A d d i t i o n a l l y  S o u t h  Kentucky proposed to  c h a n g e  t h e  

energy c h a r g e  of t h e  R e s i d e n t i a l ,  Farm a n d  Non-'Farm Service 

( " R e s i d e n t i a l " )  S c h e d u l e  A ,  f r o m  a two-step d e c l i n i n g  block s t r u c -  

t u r e  to  a t h r e e - s t e p  d e c l i n i n g  block s t r u c t u r e .  
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A h e a r i n g  was he ld  i n  t h e  Commiss ion ' s  o f f i c e s  i n  Frank-  

f o r t ,  Kentucky,  o n  March 29, 1984. Dur ing  t h e  p r e c e e d i n g s ,  t h e  

Commission delayed a l l  q u e s t i o n s  p e r t a i n i n g  to  t h e  rate d e s i g n  

u n t i l  a c o n f e r e n c e  of t h e  members of S o u t h  Kentucky,  the AG's 

off ice  and  t h e  Commission 's  s t a f f  w a s  h e l d .  A f t e r  t h e  c o n f e r e n c e ,  

S o u t h  Kentucky a f f i r m e d  i ts  d e c i s i o n  t o  c o n t i n u e  its r e q u e s t  for a 

three-step d e c l i n i n g  block rate s t r u c t u r e  for t h e  R e s i d e n t i a l  

S c h e d u l e  A and  proposed t h a t  t h e  WH and  EER t a r i f f s  be approved i n  

p r i n c i p l e  a n d  t h e  Commission p r o v i d e  g u i d e l i n e s  and parameters 

u n d e r  wh ich  S o u t h  Kentucky s h o u l d  f i l e  t h e  t a r i f f s .  

I n  his preffled tcatfmony, Mr. Sloan aUdresscd the 

question of why S o u t h  Kentucky proposed a t h r e e - s t e p  d e c l i n i n g  

block r e s i d e n t i a l  r a te  s t r u c t u r e  by t h e  f o l l o w i n g  s t a t e m e n t ;  

Our management and  Board of Directors are alarmed 
a t  t h e  c o n t i n u i n g  i n c r e a s e  i n  KW demand f rom y e a r  
to  y e a r  but w e  are n o t  i n c r e a s i n g  o u r  e n e r g y  
sales i n  k e e p i n g  w i t h  it. This is d o n e  i n  a n  
a t t e m p t  to i n c r e a s e  our KWH sales by making i t  
more a t  t r y  t i v e  for consumers to use 
e l e c t r i c i t y .  

Hr. Bradley'a r e s p o n s e  to t h e  edme q u e s t i o n  was, 

What w e  are t r y i n g  to say is t h a t  w e  h a v e  los t  
e lec t r ic  sa l e s  to  a n o t h e r  t y p e  of e n e r g y .  What 
we are trying to say ie t h a t  we are t r y i n g  to  
r e g a i n  KWH sales t o  regain the volume OP e n e r g y  
sales w e  fee l  w e  s h o u l d  h a v e  i n  order to  i n c r e a s e  
t h e  do l l a r  amount  o f  gross p r o f i t  on r e v e n u e  t o  
keep f j r o m  h a v i n g  to increase rates to  a h i g h e r  
level . 

Pre f i l ed  t e s t i m o n y  of Mr. K. S l o a n ,  pp. 10-11. 

P r e f i l e d  termtimony of W r .  C. B r a d l e y ,  p. 15.  
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I M r .  Hughes q u e s t i o n e d  M r .  B r a d l e y  r e g a r d i n g  t h e  l a c k  of l o a d  

i n f o r m a t i o n  a v a i l a b l e  to  S o u t h  Kentucky a s k i n g ,  

Now, w i t h o u t  t h a t ,  how c a n  t h e  Co-op be s u r e  t h a t  
the---any i n c r e a s e  i n  c o n s u m p t i o n  t h a t  m a y  o c c u r  
w o n ' t  o c c u r  o n  peak? 

I M r .  B r a d l e y  repl ied,  

We d o n ' t .  We don't have. Bacauae we don't have 
t h e  t e c e s s a r y  d a t a  to be able  to  p r o v i d e  t h a t  
f a r .  

I A t  t h e  close of t h e  h e a r i n g ,  t h e  Commission a d v i s e d  S o u t h  Ken tucky  

t h a t  Mr. James S h a r p e  of t h e  Commission S t a f f  would prepare and  I 

I f i l e  t e s t i m o n y  on  t h e  d e c l i n i n g  b l o c k  r a t e  s t r u c t u r e ,  and  a t  t h a t  

t i m e  a f u r t h e r  h e a r i n g  would be set  for c r o s s - e x a m i n a t i o n  of M r .  

S h a r p e  and  r e b u t t a l  t e s t i m o n y .  
I 

A f u r t h e r  h e a r i n g  was h e l d  April  27, 1984 ,  and a t  t h a t  time 

M r .  Sharpe p r e s e n t e d  t e s t i m o n y  o n  t h e  ra te  d e s i g n  i s s u e s .  Mr. 

B r a d l e y  p r e s e n t e d  r e b u t t a l  tes t imony.  A t  t h e  s t a r t  o f  t h e  h e a r -  

i n g ,  S o u t h  Kentucky s u b m i t t e d  a r e v i s e d  e x p e r i m e n t a l  WH ra te  

schedu le  a n d  e n t e r e d  a n  o ra l  m o t i o n  t h a t  t h e  p r o p o s e d  S c h e d u l e  EER 
l 

be removed from South Kentucky's appl icat ion.  

M r .  Sharpe recommended t o  the Commission t h a t  South Ken- 

t u c k y ' s  p r o p o s e d  t h r e e - s t e p  d e c l i n i n g  b l o c k  ra te  s t r u c t u r e  s h o u l d  

be d e n i e d  a n d  t h a t  t h e  Commief!tion s h o u l d  place t h e  game coat j u s -  

t i f i c a t i o n  r e q u i r e m e n t s  f o r  d e c l i n i n g  block rate structure o n  

I S o u t h  Kentucky t h a t  have been  placed o n  u t i l i t i e s  s u b j e c t  t o  

A d m i n i s t r a t i v e  C a s e  No. 203,  The D e t e r m i n a t i o n s  w i t h  Respect t o  

m a n s c r i p t  of E v i d e n c e ,  March 298 1984.  pp. 68-69. 
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t h e  Ratemaking S t a n d a r d s  I d e n t i f i e d  i n  S e c t i o n  l l l ( d ) ( l ) - ( 6 )  of 

t h e  P u b l i c  U t i l i t y  R e g u l a t o r y  Policies A c t  of 1978. Also S o u t h  

Kentucky s h o u l d  work w i t h  EKP i n  i ts  load r e s e a r c h  a n d  class cost 

of service s t u d i e s .  M r .  S h a r p e  t es t i f ied  t h a t  S o u t h  K e n t u c k y ' s  

l a c k  of l o a d  research made i t  d i f f i c u l t  to j u s t i f y  t h e  a d d i t i o n  of 

a n o t h e r  step in i ts  d e c l i n i n g  rate structure. A d d i t i o n a l l y ,  M r .  

Sharpe recornmended t h a t  t h e  C o m m i s s i o n  reject S o u t h  Kentucky 's  

o r i g i n a l l y  proposed WH t a r i f f .  M r ,  Sharpe made no recommendat ion  

o n  t h e  r e v i s e d  WH t a r i f f  submitted at t h e  April 27, 1984? h e a r i n g .  

Mr. S h a r p e  recommended t h a t  t h e  Commiesion d e n y  t h e  EER t a r i f f .  

I n  r e b u t t a l  t e s t i m o n y ,  M r .  B r a d l e y  a d d r e s s e d  b a s i c a l l y  

t h r e e  p o i n t s .  F i r s t ,  h e  e x p l a i n e d  the proposed revisions i n  t h e  

WH t a r i f f  and i d e n t i f i e d  some of t h e  ways S o u t h  Kentucky i n t e n d e d  

to deal w i t h  the practical  problems of imp lemen t ing  t h i s  t a r i f f .  

Second I h e  e x p r e s s e d  s e v e r a l  cancerns r e g a r d i n g  Mr. S h a r p e ' s  

t e s t i m o n y .  His primary c o n c e r n  r e l a t e d  t o  t h e  use of load d a t a  

f rom a n  urban-based  u t i l i t y  w h i c h  had been used  t o  i l l u s t r a t e  Mr. 

S h a r p e ' s  t e s t i m o n y .  T h i r d ,  Hr, B r a d l e y  renewed h i s  s u p p o r t  for 

t h e  proposed t h r e e - s t e p  d e c l i n i n g  block ra te  for r e s i d e n t i a l  cus- 

tomers. H e  t es t i f ied  t h a t  ' t h i s  r a t e  d e s i g n  will head  S o u t h  

Kentucky i n  t h e  r i g h t  cl lrectlon towarde r e c o v e r y  of some of its 

lost  e n e r g y  salesm5 which  occurred d u r i n g  the l a t e  7 0 ' s  a n d  early 

80's.  During t h a t  p e r i o d ,  t h e  g r o w t h  i n  peak demand ha5 e x c e e d e d  

t h e  g r o w t h  i n  energy consumpt ion .  

' R e b u t t a l  Tes t imony  of H r ,  C. Bradley ,  p. 13. 
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Regarding South Kentucky's proposed expansion of the cur- 

rent two-step declining block rate to three blocks, the Commission 

has two reservations. First, the declining block rate structure 

in general does not communicate the proper price signal to 

consumers. That it, it encourages additional consumption irre- 

spective of the time of usage. This could result in unwarranted 

growth in peak demand. Second , the Commission believes any 

expansion of a declining block rate structure must be cost- 

justified. Evidence must be presented which demonstrates that 

coiti, in particular demand-related COS~S, decreaae with increased 

consumption. This cannot be accomplished without the appropriate 

load research. The Comm~ssion agrees with both Mr. Bradley and 

Mr. Sharpe that the load research from an urban-based utility 

should n o t  be used by a rural utility such as South Kentucky for 

rate design purposes. The Commission does find some merit to the 

suggestion that the cooperatives served by EKP work together in a 

joint load research effort to gather information that will be 

useful for rate design, cost of service, forecasting and system 

planning. There appear to he considerable economies i n  such an 

effort. However with regard to the proposed rate design, the 

Commission finds that until appropriate load resenrch can be 

developed, the present two-step declining block rate should not be 

expanded to a three-step rate. 

The Commission does view South Kentucky's effort6 to inves- 

tigate the possibility of controlling growth in peak demand 

through the proposed WH tariff as a worthwhile effort. Therefore, 

the Cornmission will accept the WH tariff for uae on a 2-year 
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e x p e r i m e n t a l  bas i s ;  however ,  t h e  t a r i f f  s h o u l d  be r e v i s e d  to 

c o r r e s p o n d  t o  a two-step d e c l i n i n g  block rate. 

SUMMARY 

The Commission,  after c o n s i d e r a t i o n  of t h e  ev idence  of 

r e c o r d  and  b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  and  f i n d s  t h a t :  

1. The rates i n  Appendix  A are t h e  f a i r ,  j u s t  and  r e a s o n -  

able ra tes  f o r  South Kentucky a n d  w i l l  p r o v i d e  n e t  income s u f f i -  

c i e n t  t o  m e e t  t h e  r e q u i r e m e n t s  i n  S o u t h  K e n t u c k y ' s  mortgages 

s e c u r i n g  its long-term debt.  

2. The ra tes  and  c h a r g e s  proposed b y  S o u t h  Kentucky d i f f e r  

from t h o s e  found  r e a s o n a b l e  h e r e i n  and  s h o u l d  be d e n i e d  upon 

a p p l i c ' a t i o n  of KRS 2 7 8 . 0 3 0 .  

3. The proposed t h r e e - s t e p  d e c l i n i n g  b l o c k  r e s i d e n t i a l  

rate structure s h o u l d  be d e n i e d ,  a n d  t h e  c u r r e n t  two-step d e c l i n -  

i n g  b l o c k  s t ruc ture  of S c h e d u l e  A s h o u l d  remain i n t ac t .  

4. The proposed WH ( E x p e r i m e n t a l )  t a r i f f  s h o u l d  be 

a c c e p t e d .  S o u t h  Ken tucky  a h o u l d  r e submi t  t h e  t a r i f f  f i l i n g  t o  

i n c l u d e  a r e v i s e d  energy  c h a r g e  compatible w i t h  t h e  R e s i d e n t i a l  

Two-step D e c l i n i n g  R a t e  S t r u c t u r e  Schedule A t a r i f f  a p p r o v e d  

h e r e i n .  T h i s  expe r imen ta l  t a r i f f  s h o u l d  i n c l u d e  a t i m e  l i m i t a t i o n  

of 2 years, a t  wh ich  t i m e  t h e  r e e u l t a  o f  t h e  experiment a h o u l d  be 

f i l e d  w i t h  t h e  C o m m i s s i o n .  

5 .  The m o t i o n  of S o u t h  Ken tucky  t o  remove the EER tariff 

from its a p p l i c a t i o n  s h o u l d  be approved. 

6 .  S o u t h  K e n t u c k y ' s  p r o p o s e d  m e t h o d o l o g y  for a l l c c a t i n g  

t h e  r e v e n u e  i n c r e a s e  is f a i r ,  j u s t  and r e a s o n a b l e  and  s h o u l d  be 

a p p l i e d  i n  t h i s  case. 
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IT IS THEREFORE ORDERED that t h e  ra tes  i n  Appendix  A b e  and 

t h e y  h e r e b y  are a p p r o v e d  for service r e n d e r e d  on and  a f t e r  t h e  

date of t h i s  Orde r .  

IT IS  FURTHER ORDERED t h a t  t h e  rate8 propoaed by S o u t h  

Kentucky be and t h e y  h e r e b y  are d e n i e d .  

I T  IS FURTHER ORDERED t h a t  S o u t h  Ken tucky  s h a l l  f i l e  w i t h  

t h i s  Commission w i t h i n  30 days f r o m  t h e  d a t e  of t h i s  O r d e r  its 

r e v i s e d  t a r i f f  s h e e t s  s e t t i n g  o u t  t h e  ra tes  a p p r o v e d  h e r e i n .  

I T  IS FURTHER ORDERED t h a t  S o u t h  Kentucky shall. f i l e  t h e  

WH ( E x p e r i m e n t a l )  t a r i f f  to I n c l u d e  r e v i s e d  rates and charges 

c o m p a t i b l e  w i t h  t h e  R e s i d e n t i a l  Two-step D e c l i n i n g  Rate S t r u c t u r e  

S c h e d u l e  A t a r i f f  a p p r o v e d  h e r e i n ,  w i t h  a 2-year  t i m e  l i m i t a t i o n .  

IT  IS FURTHER ORDERED t h a t  t h e  m o t i o n  of S o u t h  Ken tucky  t o  

remove t h e  EER t a r i f f  from its a p p l i c a t i o n  be and is h e r e b y  

approved. 

Done a t  F r a n k f o r t ,  Ken tucky ,  t h i s  18th day of May, 1984.  

PUBLIC SERVICE COMMISSION 

ATTEST3 

~~ ~ 

B c c r e t a r y  



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY P U B L I C  SERVICE 
COMMISSION I N  CASE NO. 8930 D A T E D W Y  18, 1984 

The fo l lowing rates and c h a r g e s  are p r e s c r i b e d  for t h e  

c u s t o m e r s  in t h e  area served by South K e n t u c k y  R u r a l  Electric 

C o o p  ra t ive C o r p o r a t i o n  A l l  o t h e r  rates and charges n o t  

specifically m e n t i o n e d  h e r e i n  s h a l l  remain t h e  same a8 t h o s e  i n  

effect under  a u t h o r i t y  of this C o m m i s s i o n  prior to t h e  d a t e  of 

this Order. 

SCHEDULE A 
R E S I D E N T I A L ,  FARM AND NON-FARM SERVICE* 

RATES PER MONTH: 

C o n s u m e r  C h a r g e  - N o  KWH 
Usage . . . $5 .25  

E n e r q y  C h a r g e :  

A l l  over 700 KWB Per Month @ . . $ .OS752 
First 700 BWB Per Month @ . . $ 006364 

SCHEDULE B 
SMALL COMMERCIAL RATE* 

RATES PER MONTH: 

Consumer Charge - NQ KWH 
Usage . 

Enetgy Charge; 

First 1,000 KWH Per Month C 
A l l  Over 1,000 KWH Per Month @ 

$6.30 

$ 006895 
$ .06380 



SCHEDULE LP 
LARGE POWER RATE* 

RATES PER MONTH: 

Consumer Charge - N o  XWH 
Usage . . 

Demand Charge: 

B i l l i n g  Demand per KW per Month 

P l u s  Energy Charge: 

First  3 ,500  RWH p e r  Month @ 
Next 6 , 5 0 0  KWH per Month @ 
Next 140 ,000  KWH per  Month @ 
N e x t  lS0,OOO KWH per Month @ 
Over 300,000 KWB per Month @ 

SCHEDULE OPS 
OPTIONAL POWER SERVICE* 

RATES PER MONTH: 

Consumer Charge - N o  KWH 
usage 

Energy Charge 

F i r s t  3 ,500  KWH per Month @ 
Next  6 ,500  KWH per Month @ 
Next 140,000 I W H  p e r  Month @ 
N e x t  150,000 KWH per Month @ 
Over 300,000 KWH per Month @ 

$10.50 

$ 5 - 6 7  

$ -04666 

$ -04198 

$ -04177 

$ -04506  

$ m04186 

$10.50 

$ -07511 
$ -07260 
$ -06776 

$ -06743 
$ -06757 
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SCHEDULE STL 
STREET LIGHTING SERVICE* 

R a t e s  Per Month: 

Mercury Vapor B u l b s  

U p  to and i n c l u d i n g  175 Watts 
( 7 4  KWEVLight) 

Excess of 1 7 5  Watts up to 
and i n c l u d i n g  400 Watts 
(162 RWH/Light) 

$4 . 18 

6 .88  

Sodium B u l b s  

U p  to and i n c l u d i n g  150  Watts 
(63 KWH/Llght) 5.31 

Excess of 150 Watts up to and 
i n c l u d i n g  360 Watts ( 1 3 5  KWH/ 
L i g h t )  7 .69  

SCHEDULE OL 
OUTDOOR LIGHTING SERVICE - SECURITY LIGHTS* 

Rates Per Month: 

175  W a t t  Mercury Vapor - M e t e r e d  $4 .39  

175 Watt Mercury vapor - unmetered 5.89 
( 7 4  KWH/Light) 

SCHEDULE TVB 
UNMETERED COMMERCIAL SERVICE* 

CLASS AND RATES PER MONTH: 

Cable  TV Amplifiers - ( 7 5  
KWR per Month) . $7.13 

* F u e l  Clause Adjustment 
~ l l  t a r e s  are a p p l i c a b l e  to t h e  Fuel Adjustment Clause and 

may be increased or decreased by a n  amount: per RWH equal to t h e  
f u e l  adjus tment  amount per KWH a8 b i l l e d  by t h e  Wholesale Power 
Supplier p l u s  a n  a l l o w a n c e  for l i n e  losses. The allowance for 
line losees will not e x c e e d  10% and i a  based on a twelve-month 
moving average of such losses. This Fuel  Clause  is subject to all 
other a p p l i c a b l e  provisions a s  set out i n  807 XAR 5 : 0 5 6 .  

-3- 


